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INTRODUCTION

Financial Life through  
the Lens of Cash Flow

You may not realize it, but your financial life unfolds in three 
distinct phases. Learning how to navigate each one is the key to 
achieving your goals and reaching your full financial potential. 
This book will show you how.

The moment you get your first job, you become a cash flow 
machine. You work, you get paid, and you pay your bills. At some 
point, you begin to save cash flow for other purposes—building 
a cash reserve, buying a new car, planning a vacation, or perhaps 
purchasing a home. Hopefully, your cash flow grows enough, 
allowing you to set aside money for your future, whether in a 
retirement fund, a new business, or other investments. This is the 
Accumulation phase of your financial life.

Eventually, the day will come when you stop generating cash 
flow from a paycheck. At that point, you will rely on the wealth you 
have accumulated to create a dependable income stream for the 
rest of your life. This is the Income phase.

Finally, you will begin to consider how you want to protect 
and distribute any remaining cash flow or wealth after your life. 
This marks the Distribution phase.
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Managing these three phases of financial life is the essence 
of wealth management. While you may be familiar with the term 
financial planning, the expression wealth management is used here 
because it is more comprehensive and becoming more common. 
It includes not only financial planning but also the strategies and 
financial instruments necessary to address every aspect of your 
financial life.

Today, managing wealth is more accessible than ever before, 
and this applies to everyone, regardless of their financial situation. 
It has become an important skill for anyone who wants to secure 
their financial future. Strategies and financial instruments once 
reserved for large institutional investors are now available to 
individual investors, thanks to advancements in technology, data 
management, and the evolution of financial services. Competitive 
innovation and the near elimination of transaction costs have 
transformed brokerage services, shifting their focus from isolated 
transactions to comprehensive solutions.

There are no shortcuts or get-rich-quick schemes—only 
sound, proven principles that are surprisingly easy to learn and 
apply. With the lessons in this book, you can take control of your 
financial future and achieve your goals, whatever they may be.

Why This Book Is for Everyone
Whether you are just starting to think about your financial future 
or you are managing significant wealth, this book is designed 
to offer something valuable to you. Every person goes through 
the same phases of financial life: Accumulation, Income, and 
Distribution. These stages may differ in focus, but they all rely on 
the same basic investments, which you will learn about in the first 
half of the book.

In these pages, you will find clear guidance on the key 
decisions and strategies relevant to each stage, no matter your 
current financial situation. While most of the material applies to 
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all readers, some sections explore advanced strategies typically 
used by wealthier individuals, highly compensated employees, 
and the self-employed. Even if you are in the early stages of 
building wealth, becoming familiar with these strategies—if only 
in a general sense—can be valuable. As your financial situation 
evolves, these concepts may one day be directly relevant to you.

And for those who have already accumulated significant 
wealth, I encourage you to pay special attention to the chapter titled 
“Distribution,” about estate planning. Many people, even successful 
investors, carry misconceptions about how to protect their assets 
effectively, provide for their families, and leave a lasting legacy.

This book is also well-suited for employee financial-literacy 
programs, corporate and association conferences, and training 
for employees of financial firms, offering practical insights and 
strategies that can benefit individuals across different industries 
and stages of their careers.

How the Content Is Presented
Many books on investing and financial planning treat subjects 
as isolated topics, often focusing on individual strategies or 
investments without showing how they fit into the bigger picture. 
The approach taken in this book, however, is different. Everything 
is framed in terms of phases of life because, in reality, that’s how 
you experience and manage your finances.

This approach is not just theoretical—it has been confirmed 
through hundreds of public presentations and client consultations 
with a wide variety of individuals, including those beginning with 
a 401(k) plan, families managing inheritances, and executives 
building wealth through company stock. Financial situations often 
unfold as a series of interconnected events, each with commonalities 
that can be recognized and understood. By learning this way, you 
can better grasp how these elements work together and how to 
approach them at different stages of your financial life.
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One illustration of learning through the phases of life is 
the individual retirement account (IRA), which often generates 
more questions in financial discussions than almost any other 
topic does. With IRAs, for example, we begin in the context of 
accumulating wealth, focusing on their advantages and uses for 
saving money. Later, we explore how IRAs are utilized during 
the Income phase, with an emphasis on the rules governing 
withdrawals. Finally, we address how IRAs are treated in the 
estate planning process.

By learning about IRAs step by step—first understanding 
what they are and then how they are applied at different stages of 
life—you can grasp their features and nuances more easily. The 
goal is not just to know what an IRA is but to understand how to 
use it effectively throughout your financial journey. This approach 
of learning through phases is used throughout the book.

You will also notice that a few key topics appear in more than 
one chapter. That is intentional. Some financial tools—like IRAs, 
life insurance, or trusts—serve different purposes, depending on 
where you are in your financial life. Each time these topics are 
revisited, they are explained in the context of the phase you are 
in: Accumulation, Income, or Distribution. Additionally, most 
chapters follow a general pattern: They begin with foundational 
information relevant to everyone then build toward strategies and 
considerations that tend to apply to those with more significant 
wealth or higher incomes.

At the end of each chapter, you will find a complete summary 
of key terms introduced in that chapter, listed in the order they 
appear to provide a logical flow aligned with the content.

But before we begin exploring how to manage wealth 
throughout the three phases of financial life, we must first 
understand the building blocks of wealth management: primarily 
cash and publicly traded bonds and stocks.

Thus, this book is divided into two sections. The first section 
focuses on understanding these essential investments and the 
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principles of risk management. The second section discusses how to 
use these tools for the three phases of financial life: Accumulation, 
Income, and Distribution.

Here is a concise overview of what we will explore together.
Chapter 1 describes the financial markets and the roles of 

various financial institutions you may engage with. Emphasis is 
placed on the critical importance of transparency and liquidity, 
which are the foundations of an efficient marketplace—essentially 
an auction system with accountability. Gaining familiarity 
with these concepts will build your confidence in navigating 
wealth management.

In chapter 2, we begin by explaining inflation and why 
it affects interest rates and the cost of money. These factors 
significantly influence investments, shaping their value and 
returns. The chapter then thoroughly examines cash, bonds, and 
stocks—their characteristics, what determines their price and 
long-term returns, and how they function as investments. You 
will learn how to buy these individually and build portfolios with 
them, if you wish. Many investors choose to rely on mutual funds 
and other packaged portfolios for simplicity and convenience. 
However, understanding individual securities first will give you 
the insight needed to evaluate funds and use them effectively. We 
will also explore alternative investments, such as commodities and 
hedge funds, and their role in diversification.

Creating a portfolio that effectively balances risk and 
reward is the focus of chapter 3. This chapter introduces the 
concept of the “efficient frontier,” a principle that has long guided 
institutional investors and serves as a benchmark for fiduciary 
responsibility. By understanding how pensions, endowments, and 
other institutional portfolios approach diversification and risk 
management, you will be able to use similar strategies to apply 
in your own wealth management. Learning how to diversify 
effectively to manage risk will be one of the most important 
subjects from this book.
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These three chapters in Section One provide you with the 
foundational knowledge and tools you will need to navigate and 
succeed in the three financial life phases.

While Section Two is devoted to learning how to use these 
investments throughout your life, it begins in chapter 4 with 
several important topics to understand before embarking on the 
three phases. This chapter, titled “First Things First,” starts with 
how to build a financial plan, which you will learn is one of the 
most crucial tasks ahead of you. We then discuss when and how 
to work with financial advisors and explore the considerations for 
buying a home as an investment.

You will also learn about life insurance—whether you should 
own it, what type is best, and why. Long-term care is introduced 
as a strategy to protect your assets in the event of a long-term 
disability. The chapter concludes with a discussion on college 
savings plans, commonly known as 529 plans.

Chapter 5 examines the Accumulation phase, which is driven 
by the power of consistent, systematic deposits into investments 
that grow over time through the nature of compounding returns. 
It focuses on the advantages and disadvantages of both taxable 
accounts and tax-deferred retirement accounts. Uncle Sam offers 
a helping hand with tax deductibility for many employer-provided 
retirement accounts, and we also review the plans available to the 
self-employed. Additionally, you will learn how IRAs fit into the 
Accumulation phase. This chapter also includes a detailed section on 
plans for highly compensated employees, who, although they may 
not enjoy tax-deductible investing, have other strategies that benefit 
both the employee and the corporation. Finally, the chapter addresses 
tax strategies for dealing with concentrated corporate stock.

There are significant differences in portfolio construction 
when growing wealth compared to creating lifetime income from 
it, which is the focus of chapter 6—the Income phase. The concept 
of controlling the portfolio process, rather than focusing solely on 
the outcome, is emphasized. A key consideration is determining 



INTRODUCTION� 7

the amount of income to be drawn each year, accounting for 
inflation, to ensure the portfolio lasts throughout your lifetime. In 
this phase, simplicity and balance are key.

We examine the rules for IRA withdrawals, along with 
an exploration of unique tax-advantaged insurance products 
designed for income. Many investors at all levels have charitable 
interests, and these opportunities are explored within the context 
of supporting personal income, as well as charitable causes. 
The chapter concludes with strategies for investors holding 
concentrated stock, detailing how to convert this wealth into 
lifetime income in a tax-efficient manner.

Chapter 7 is all about the Distribution phase—estate planning 
essentials needed by everyone, regardless of wealth levels. Although 
planning for how your estate is transferred upon your death and 
articulating who may be in charge if you become incapable can be 
difficult to confront, resolving these issues provides a great deal of 
stress relief and comfort as you enter your senior years.

Of primary emphasis here is examining how assets are owned, 
as this determines who has control and what rules of authority and 
transfer apply. We also address the sometimes complicated topic 
of trusts, which are actually quite understandable when explained 
properly. After a general description of how these and other legal 
documents work, we will use hypothetical examples of a mom and 
dad to bring clarity and visualization to how these tools are used 
in practice.

We begin with a typical couple with a modest estate and 
explore the common issues they face. Then we examine what to do 
if you have assets and children from a previous marriage to ensure 
your wishes are carried out. Finally, we explore estate planning 
for wealthier families, including the estate taxes they face, as 
well as the unique planning challenges for those with private 
business interests.

In the conclusion chapter, we explore three significant 
changes that will unfold over both the medium and long term: 
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worldwide demographic shifts, rising global government debt, 
and the immense economic opportunity presented by artificial 
intelligence. These topics are presented as important considerations 
because of their potential long-term effects on inflation and 
interest rates.

As noted in the chapter, these dynamics will evolve in their 
own way, influenced by forces beyond your control. However, the 
key takeaway is that, while you cannot control everything, you 
have the power to adapt and manage what you can, as presented in 
this book. By focusing on your own actions, you can navigate these 
changes and respond effectively to the forces they bring.

I hope you will find that much of the narrative in this book 
flows smoothly and is easy to absorb. Some parts, however, are 
more technical because of the complexity of the subject matter. 
Have a cup of coffee as you read through some of it. 

It is not uncommon to grasp these concepts while reading 
or discussing them, only to find the details slipping away later—
that is simply the way it is for everyone. I have certainly learned 
that working with people over the years. What truly matters is 
recognizing the core ideas and understanding their significance. 
So if you occasionally feel overwhelmed or unsure, know that this 
is quite natural and part of the learning process.

This book is designed to provide a blueprint for how to 
plan and manage your wealth, no matter where you are on your 
financial journey, and to serve as a resource you can revisit 
whenever specific questions or situations arise. Read it through 
to gain a solid foundation, then refer back to the sections most 
relevant to you when needed.

By the time you are done, you will have a clearer understanding 
of the topics that matter most to you—and more confidence than 
you may expect.




